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PROXY STATEMENT 

for 

SPECIAL MEETING OF STOCKHOLDERS 


This statement is furnished in connection with the s«»licilsitii»n I»y the management of Philip 
Morris & Co. I .id., Incorporated (herein called the Company or Philip Morris) of proxies to Pc 
used at a special Hireling of tin- stockholders to he held on January 26, 11)54, and any adjourn* 
inent thereof. Record holders of Common Stock, $5 par value, at the close of business on 
January S, 1954, will he entitled to one vole for each share held. On November 50, 1953, there 
were outstanding 2,4 IS,121 shares of Common Stock, $5 par value (including 325 shares issuable 
upon exchange of shares of Common Slock, $10 par value). Holders of the Cumulative Preferred 
Stock of the Company will not lie enlilled to vote. A proxy on the enclosed form may he 
revoked at any time in so far as it has not been exercised. 


Proposed Acquisition of Coimnun Stock of Benson and Hedges 

Henson and I ledges had outstanding at the close of business November 30,1953, •I3S.42R shares 
of Common Stock, $4 par value. Such number may be increased by the exercise of options for 
the purchase of an additional 3,391 shares, and hv the issue of stock pursuant to the Henson 
and Hedges “Employees’ Profit Sharing—Slock Bonus and Retirement Plan.” There is no oilier 
class of authori/.rd stock. 


The resolution which will be presented to the special meeting contemplates the issue and 
exchange, on a share for share basis, of Philip Morris Common Slock, $3 par value, for Common 
Slock of Henson and Hedges, whether now outstanding or issued pursuant to the above mentioned 
options or plan. The exchange will not he made unless Philip Morris can acquire thereby at least 
355,440 shares. Tin text of the resolution follows; 

Ri soi.vni, 'l hat the Hoard of Directors of the Company he, and it hereby is, authorized, in the 
name and on behalf of the Company, and subject to applicable requirements of law, (I) to 
acquire front'holders of Common Slock. $1 par value, of Henson and Hedges, a New York cor¬ 
poration, such number of shares thereof as may be possible (but in no event less than 355,440 
shares) in consideration of the issue by the Company of a like number of shares of its 
authorized Common Stock, $5 par value; (2) for such purpose, to make an exchange offer to 
holder« of Common Stock. $1 par value, of Henson and Hedges at such time, for such period or 
extended period, and upon such other terms and conditions not ineoii>Ucrii with the fore¬ 
going. as the Hoard may deem expedient; and (3) to do all things in its judgment necessary 
or proper to effectuate the purpose of this resolution. 

While counsel have advised that submission of the projwscd acquisition to stockholders is 
not required, the Board of Directors, in view of the size and importance of the transaction, deems 
such submission desirable and will be guided by its judgment of their response to the proposal In 
no event, however, will the Board proceed with the transaction without the favorable vote of a 
majority of the shares of Common Stock represented at the special meeting. 

The terms of the proposed acquisition were negotiated with rcnrcwvtativ.. . 
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Tobacco and Allied Slocks, lnc„ and l’j-nsuii and llrdges have respectively infi’nnrd llie Cmn- 
I'.my that the former intends to accept the exchange offer, if made, and that the latter intends 
to recommend acceptance to its other stockholders. Certain further information regarding 
Iob.tcro and Allied Stocks, Inc., and arrangements relating to the directorate ami management 
of .Philip Morris and Henson and Hedges is set forth under the heading "Directors, Officer* and 
Principal .Stockholders". 


Recommendation of the Board of Directors 

I he Hoard of Directors believes the proposed acquisition to be in the interest of the Company. 

Henson and Hedges is the manufacturer of the well-known Parliament cigarette, which 
brand accounts for approximately 97'I of its dollar net sales. Though Henson and Hedges is 
not a large fnrtor in the cigarette industry, Parliament is a valuable properly. It is a mouth- 
piece.cigarette with a recessed filter which is sold at a manufacturer’s price higher than the other 
principal brands of filter cigarettes, ami approximately -H»*' l " 15H higher than the ui.niii 
fuctnrrr’s price of regular and king-size popular-priced brands without filters. Production costs of 
Parliament exceed those of such popular-priced brands and may exceed those of the other principal 
filter brands. I lie distribution of Parliament, while of national scope, is selective, with primary 
emphasis on the larger cities. Parliament has an established public following am! in the past 
several years lias enjoyed an increased demand. 

'1 lie demand for filter cigarettes has been increasing in recent years. There are presently 
three principal brands, in addition to Parliament, on the market. The three brands are manufac- 
tnred 1>y large tobacco companies, and two were introduced as recently as 1952 and 1955. While 
the demand is still small, both quantitatively and in relation to total cigarette demand, it has 
grown rapidly and lias attained proportions which make it advisable that representation in this 
market be seemed for Philip Morris. In the opinion of the Hoard, the acquisition of stork control 
of Henson ami Hedges—the owner of a filter brand which has already gained public acceptance¬ 
's an advantageous way for Philip Morris to obtain the benefits of the demand for filter cigarettes. 

The present proposal is not the Company's first step in that direction. Before the acquisition 
of Henson ami Hedges was contemplated, studies and preparations had been undertaken with a 
view to the introduction of a new filter cigarette by Philip Morris. The introduction of a new 
brand, on a national scale, however, is necessarily a matter of considerable hazard. While the 
Company proposes to continue with the development of its own filter cigarette, the Hoard frels 
it undesirable to rely solely on a new and untried brand for an interest in the filter field. 

It is in this context that the acquisition of Henson and Hedges has commended itself to 
the Hoard. In reaching its conclusion, the Hoard has been impressed by the fact that the 
growth of Henson and Hedges in recent years has been achieved with a small sales force. It 
consists of approximately twenty persons, whereas Philip Morris can draw, to the extent deemed 
desirable, upon more than five hundred. It may he mentioned, too. as set forth in more detail 
under the heading “Directors, Officers and Principal Stockholders", that the Company expects to 
obtain the services of the two chief executives of Henson.ami Hedges. 

In determining the exchange ratio, the Board of Directors considered earnings, book values, 
capital structures, size of the companies, market prices, dividends and other factors deemed 
relevant. For expert assistance in such determination, the Board retained the services of the invest* 
ment banking firm of Morgan Stanley & Co., New York City, a firm well versed in tobacco 
equities, which participated in the underwriting in 1950 of stock of Philip Morris and participated 
in and managed the underwriting in 1952 of debentures of Henson and Hedges. A copy of the 
report of Morgan Stanley & Co., dated October 1,1953, is available for inspection by stockholders 
1 at the office of the Secretary of Philip Morris, 100 Park Avenue, New York City. 
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It was the view nf Morgan Stanley ft O*. that, in attempting l« ilclrrminc rclalixx- valnw, 
earnings -particularly o.imaled future earnings -slumhl be Riven M,l>slant.al cot stdmtmt, 
Their report Hotel out that, a* the impact of the federal excels profit* t» «po« Henson ami 
Hedges was considerably greater than upon Philip Morris, the former would derive a relatively 
greater benefit from the expiration of the tax on December 31, 1953. as is present y pros net. 
The tables under the heading "Comparison of Bantings Per Share of Common Slock , wind* set 
forth per share earnings of the two companies over a period of several years, indicate the effect 
of the excess profits tax thereon. 


The report concluded that some substantial premium over the then market prices should he 
attributed to the Henson and Hedges shares in any exchange offer, and recommended a share- 
fnr-share exchange ratio from the points of view of the stockholders of both companies. I he 
rerommendatioii was reaffirmed on December 16, 1953. 


Necessarily, n proposal such as that tinder consideration involves business risks and calls for 
the exercise of business judgment. The cigarette industry in general is highly competitive. Com¬ 
petition has recently increased in the tiller field, As the large companies move aggressively into 
that field, the competition will become even keener. The ultimate effect oil the sales of high- 
priced brands like Parliament cannot now definitely he determined and may he substantial (see 
tables under the heading "Sales and Production”). Similarly, changes in economic conditions 
may influence the purchase of the more expensive brands unfavorably. Again, filter cigarettes 
are relatively new in the United States and future improvements in the field may conceivably 
reiptire alterations in Parliament the effect of which cannot lie foretold. The Hoard can give no 
assurances. It is persuaded by its best judgment, however, that the exchange offer is a fair one 
which it is in the interest of Philip Morris to make, ami accordingly rccommrnds that the stock¬ 
holders vote in favor of it. 


i 


Capitalization of Philip Morris and Benson 


and Hedges 


The table below shows the capitalization of the Company, and the consolidated capitalization 
of Henson and Hedges and its subsidiaries, as of October 31, 1953, and as adjusted to give effect 
to the exchange offer. 


Authorized 


Outstanding 
as of 

> October 31, 
19S3 


Adjusted 
to reflect 
100 % 

ACCC|it.-UK'0 

of exchange 
offer 


Philip Morris 


Funded Debt 

2jift Sinking Fund Debentures, maturing 
April 1, 1966 (Sinking Fund payments 
commence March 31, 1956). $32,000,Of<0 

Short Term Notes. 


$32,000,000 $32,000,000 

$62,000,000(1) $62,000,000(1) 


Capital Stock 

Cumulative Preferred Stock, par value 
$100 per share, issuable in senes. 

4ft Series. 

3.90ft Series. 

Common Stock, par value $5 per share ... 


317,156 shs.(2) 


3,000,000 shs. 
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181,834(3) 181,834(3) 

124,070(3) 124,070(3) 

2.448,121(4) 2,886,549(4) (5) (6) 


i 

i 


f 
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Authorized 


Outstanding 
as of 

October 31, 
19SJ 


Adjusted . 
to reflect 
100 ", 

acceptance 
of exchange 
offer 


Uknson and Hkixsks 


Funded -Drill(7) 

Fifteen Year 4J4% Sinking Ftitu! Dcbcii- 
Hires, tine October 1, 1%7. $ 3,000,000 

First Mortgage of 585 Water Street 
Realty Corporation, $455 payable quar¬ 
terly to 1957 ; due April 1, 1**57. $ 72,500 

Short Term Notes. 

Common Slurb, par value $1 per share. 1,000.000 slis. 


$ 2,800,000 

$ 69,770 

$ 2,250,(100(9) 
4.18,128(10) 


$ 2,800,000(8) 

$ (.0,770(8) 

$ 2,250.000(8) (‘») 
4.18.428(10) 


(1) On December 20, 1**53, the amount outstanding was $58,500,000. 

(2) Including 0,012 shares redeemed but not yet formally retired pursuant to Virginia statutes, 
ami excluding 32,844 originally authorized and issued shares which have been so retired. 
None of the shares mentioned in this note may be reissued. 

(3) Kxclusivc of 2,021 shares of 4% Series and 2,619 shares of 3.905b Scries held in trrasury. 

(4) Including 325 shares reserved for issuance in exchange for Company’s previously authorized 
Common Stock, par value $10 per share. 


(5) Subject to increase to the extent that the exchange ulfer is accepted ill respect of shares 
of Itenson and Hedges Common Stock hereafter issued pursuant to the ''Kmployees' Profit 
Sharing—Stock Bonus and Retirement l'lait" or pursuant to the exercise of options granted 
under the •■Kmployees' Restricted Stock Option Flan". (See "Business of Betisun and 
Hedges" herein.) As of October 31. 1**53. such options were outstanding in respect of 
3..04 shares. The Board of Directors of Benson and Hedges has resolved that no options 
in addition to those outstanding on that date shall be granted prior to the expiration of file 
exchange oiler. 


((<) Preemptive right", if any, of the Common Stock to he issued pursuant to the exchange olfer 
have not been limited by llic Company's certificate of incorporation as amended. 

(7) Includes amounts due within one year. 

(8) As soon as practicable after the consummation of the exchange, it is intended to retire the 
funded debt and short term notes of Benson and Hedges (at a premium of 4% in the case 
of the Fifteen Year 4J-J*,y Sinking Fund Debentures) with funds to be borrowed by Philip 
Morris and loaned by it to Benson and Hedges, 

(9) On December 26, 1953, the amount outstanding was $6,150,000. 

(10) Subject to increase upon the issuance of the shares or the exercise of the options referred 
to in note (5). 
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Results of Operations 

The following 5 :mmary statement of results of operations of Philip Morris has been reviewed by Lybrand. Ross Bros. & Montgomery, 
independent errtined public accountants, and the summary statement of Ben-on and Hedges and subsidiary companies has been reviewed by 
Collins & Company, independent public accountants. These summary statements are included in reliance upon the opinions of -aid firms 
included herein. The statements should be read in conjunction with the applicable financial statements and the notes thereto included herein. 

PHILIP MORRIS P * r sh “* °'*» 


1 

8 

1 

1 




Chlnnfna 

Other 
Deductions 
(Net of 

Other 

Income) 

(Note 2) 




Based on Shares 

Out star ding at 

End of Kopec- 
?tve Periods 
\No:e 3) 


i 

Fiscal Yeats 
Ended 
March St 

Net.Sates 
• Note 1 1 

Ccsi of 
Goods Scld 
( Note 1 , 

£ nipping. 

Selling. 
General 
and Admin- 
ist ratios 
Expense* 

Income 
before 
Federal and 
State Taxes 
on Incost 

Federal and 
State Taxes 
on Income 
(Note 3) 

Net 

Earnings 

Earnings 

Cash 

Dividends 

Declared 

(including 

extras) 

Earnings 
Based on 
Shates Out* 
standing 
Oct. 31. 19H 

1 

1949 . 

$2- a .172.'*99 

$188,655,571 

$17,499,145 

$1,557,025 

$20,660,058 

$ 8.162.000 

$12.4935)58 

$ 5.57 

#5.48 

$4.77 

j 

1950. 

255.752.488 

208.985.530 

19.470.228 

2.129.546 

25.167.184 

9,864.000 

15.503.134 

(..92 

2.S6 

5.93 

« 

1951. 

365,804.351 

245.937.545 

22.496.784 

2,283.057 

35,087,145 

18,398.000 

16.689.145 

6.31 

2.86 

6.31 

i 

1952 . 

.V'*./,'»8.324 

243.077.5.14 

25.519.311 

4.054.069(6) 

28,347.140 

15.720.000 

12.627.140 

4.65 

3.00 

4.65 

r 

1955 . 

514.864.718 

259.752,580 

29.989,456 

2,944,482 

22,228.200 

10,883.000 

11,345.200 

4.13 

3.00 

4.13 

i 

7 mot. to 

Oct. 51. 1955 
Notes: 

I8".486,4(<8 

144.010,719 

16.520,535 

1,844,781 

18.110.433 

9,906.000 

8.204.433 

3.10 

1.50 

3.10 


(1) Includes 1‘. S. Internal Revenue Stamps affixed to products sold, as follows: 1949, $1118J4JB; 1950, $125,046,204; 1951. $147,512,501; 

1952. $I48'.SI3.3!3: 1955, SI57.Jti6.405: and seven months ended October 51. 1955. $84,959,249. 

(2) Includes interest on funded debt and short-term loans, as follows: 1949, $1,099,525; 1950, $1,667,915; 1951, $1,947,873; 1952, $2,873.**34; 1**53. 

$5,065,825; and seven months ended October 51, 1955, $1,514,568. 

(5) Includes Federal excess profits taxes, as follows: 1951, $2,686,000; 1952, $700,000; 1955. credit of $700,000: and seven months ended 
October 51. 1955. $380,000. 

(4> After preferred dividend payments: 1949. $817,680; 1950, $789,256; 1951, $1,255,047; 1952. $1’44.511: 1955. $1,251,567 and seven 
months ended October 51. 1955. $606,579. 

(5) Data inr the ti-cal years ended Maireh 51, 1949 to 1951, inclusive, have been adjusted to give effect to a : r 'r -tuck ilivid.ud paid in 

April. 1**51. Durint: lime. 1650. 555.077 additional shares of common stock were sold for cash. 

(6) Includes $655,998 paid for cancellation of export contract. 

BENSON AND HEDGES (Consolidated) P.r Shareol Commas Stock 


1 


V 


Eirninfi 
Based on 


Yeats Ended 
December ]l 

Net Sates 
(Notes 1 and 6) 

Cost of 
G.vdj Sold 
Note l> 

Shipping* 
Selling. 
General and 
Administrative 
Expenses 
Note S> 

Other 
Deductions 
(Net of 
Other 
Income) 
(Note 2) 

Income before 
Federal 

Taxes on 
Income 

Federal 
Taxes on 
Income 
(Note 3) 

Net 

Earnings 

Shares 
Outstanding 
at End of 
Respective 
Periods 

Note 5) 

Earnings 

Based on 

Shares 

Outstanding 

October 31. 

1933 

1948 . 

$ 4.847.5#*.* 

$ 5.5*5.450 

$ 753.55*4 

S 5.9<iS 

$ 495.609 

$ 187.89** 


S .8? 

$ .62 

1**49. 

7.033.104 

5.087.2I2 

1.001.009 

6.802 

943.081 

557.703 

585.378 

1.4’ 

1.23 

1**50. 

lo.3r-2.it-3 

7.5P4.02* 

1.418.445 

13.987 

1,425.609 

674.813 

750.796 

1.90 

1.71 

1**51. 

14.13p.p58 

l-.21o.8o7 

1.838.502 

81.137 

1,995.612 

1213.091 

780,521 

1.97 

1.73 

1952 . 

19,958.343 

14.710,952 

2.553.413 

99.633 

’.594.345 

1.699,733 

894.612 

_’.* 4 

2.04 

1953: 

10 mo*, to 

Oct. 51 .. 
3 mo*, to 

22.38 .703 

1.145.SS2 

2.918.671 

127.754 

3.196.396 

2.140,854 

1.055.542 

2.41 

2.41 

Mar. 51 .. 

6.598.154 

4.796.179 

743.033 

3'.444 

1.022.448 

703,080 

319.568 

.73 

.73 

7 mo*, to >«mi _^mmmm 

Oct. .M . . 



M7 ! 


2.17* 049 

1.417774 

7 6',. 174 

I - S 

I' : -■**' 
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Notes: ■ 

(1) Includes V. S. Internal Revenue Stan:?* affixed to products sold. a* follow*: 194$. $!.612.023: 1949. 82JB0.W): $3,436,725: 

1951. $4,990,871; 1952, $7.07$.'.'15; three months ended March 51, 1953. 5 ’J25.465; seven month.* ended October 31. 1553. 
S 5 . 392 . 402 ; and ten month* ended October 31. 1953. S7.720.S97. 

(2) Include* interest, a* follows: 1943. $9,515; 1949. $16,116: 1950. S29.849: 1951. SlOt.737: 1952. SI30.673; three month? ended March 

31. 1953. $41,017; seven months ended October 51. 1953. 5124.601; and ten month* ended October 31, 1955. 5172.oIS. 

(3) Includes Federal excess front* taxes, a* fallow*: 1950. S51.549; 1951, $236,281; 1952. $379,898; three month* ended March 

31, 1953. $171,407: seven months ended October 31. 1953. $359,153; and ten months ended October 31. 1953. $521,560. 

(4) After preferred dividend retirements of $34,560 in 1943 and $25,700 in 1949. 

(5) Share* outstanding at end of respective periods were adju*ted to give effect to a recapitalization effected October r. t9N). whereby 

each outstanding share c: common stock, without par value, was c.iangcd into four shares of common stock, par va.ue $4 pe. 
share. Data for the year* ended December 31. 1943 and 1949 have been adjusted to give effect to a K'Tc stock dividend paid 
in December 1950. During November. I'>52. 39.733 additional sImres of common stock were sold for cash. The only cash 
dividend on common stock during the period was 50 cents per share in 1948 which was the equivalent of 12; i cents per 
share after giving effect to the recapitalization. 

(6) In previous report*, cash discount- wets included as general and administrative expense*. Net «ale* and general and administrative 

expenses (as reported herein) have been adjusted t6 reflect ca*h discounts as a deduction from sales. 

Reference is made to "Eusir.e** c: Benson and Hedges'* for information regarding increases in cigarette setting prices and in bat 

tobacco costs. 

Comparison of Earnings Per Share of Common Stock 

EARNINGS PER SHARE BEFORE REFLECTING 


EARNINGS PER SHARE 


FEDERAL RECESS PROF.TS TAXES OK 
REMINDS THEREOF NOTE *> 


Ynn 
(Not* 1) 

Philip Morris 

- Befor* KijHiSft) 

'Nat# 2: 

B*n»o- HeJgCS 

(Not* 2) 

Pro-fonr.e 
Combined 
t Note 3) 

Philip Morn. 
(Before Exchange) 
(NoteZ) 

Bcaaon and Hci(t» 

(Note 2) 

Pro-hint 
. Combined 
fNvtel) 

1949 . 

. $4.77 

S .62 

$4.14 

S4.77 

$ .62 

$4.14 

1950. 

. 5.93 

1.28 

5.22 

5.93 

1.28 

z 22 

1951. 

. '..31 

1.71 

5.61 

7.40 

1.90 


1952. 


1.78 

4.22 

4.94 

2.32 

-.54 

1953 . 

. 4.13(5) 

2.04 

3.81 

3.84(5) 

2.91 


7 months ended Oct. 31, 

1953 3.10 

1.68 

1*1 

oo 

VS 

3.26 

2.48 

5.14 

Norr.s: 

(1) Data for Philip Morris are for the fiscal years ended March 

31 of the years 

stated and for Benson and Hedges for 

the prece 


calcsiilar year. 

(2) Ba>c«l on >liarr« owt?tandir.^ at October 31, 1953. f ^ 

(3) The amounts per share for each annual period are ba-cd upon earnings appticable to the common stock of Phihp Mom- for 

the fiscal year ended March 51 of each year combined with similar data for Benson and Hedge* for the preceding calendar 
year. The" calculations are based on a total of 2.S86.54') shares of Philip Morris common stock to be cut.-tan-Iiug t a—timing 
loOCJ- exchange of Benson and Hedge* -hares outstanding at October 31. 1953). The shares to he out-tan ling tt.ay be increa-ed 
a- a ir-u!t ..f the provi-b-t:- < : the ipiovcc-* Restricted Stock Option Rian** and •■J-.tnployer-* I’roi'.t 5’..iri:;.--St-- k Komi* 
and Retirement Rian" «■: Bcr.-.m and Hedges dr scribed under the heading "Bii-inc-* of Ben-on and Hedge*.” 

(4) Under present provi-ions o: she interna! Revenue Code, excess profits taxes expire at the end of 1953; however, r.o prediction i« 

made that such taxes may not be reimposed in the future. 

(5) Earnings per -hare of $4.13 reflect- a refund of excess profits taxv- tinder carry-back provi-ions of Internal Revenue t -•■!<• ariour'ing 

to $700,000: earnings per share before excess profits taxes ($3.84) excludes such refund. 
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Sales and Production 
UNIT SALES OF CIGARETTES 


Benson and Hedges—AU Brands Parliament Brand Philip Morris—All Brands 


Calendar Year 

Number 

of 

Cigarettes 

(000) 

Increase 

over 

Preceding 
Year (or 
Same 
Period 
Thereof) 

Number 

of 

Cigarettes 

(000) 

Increase 

over 

Preceding 
Year (or 
Same 
Period 
Thereof) 

•• 

Number 

of 

- Cigarettes 
(000) 

Increase 

over 

Preceding 
Year (or 
Same 
Period 
ThercoD 

1946 . 

30&2I0 

_ 

158.81$ 


29.001,659 

— 

1947 . 

356,924 

15.8 

235.250 

48.1 

26.577.242 

(8.4) 

1948 .. 

463.617 

29.9 

343.876 

48.3 

32.460,298 

22.1 

1949 . 

673.399 

45.2 

570.422 

63.5 

36.533.385 

12.5 

1950 ... 

985,661 

46.4 

893.999 

56.7 

43.001,002 

17.7 

195! . 

1,315.140 

33.4 

1,234.432 

38.1 

44.019.339 

2.4 

1952 . 

1.796.745 

36.6 

1.72&31S 

39.8 

41,533.691 

(5.6) 

II mo*. 1953 .— 

2.181.944 

35.1 

2.135.506 

37.8 

37.355.032 

(0.8) 

1st Quarter(l) . 

597.882 

59.9 

584.542 

64.0 

10.929.121 

11.4 

2nd Quartcr<I> . 

573.476 

35.8 

560.467 

38.5 

10.033.599 

(6.1) 

Julv . 

218.105 

34.0 

213.633 

36.6 

3.575,038 

(5.1) 

August . 

186.719 

12.8 

182.551 

14.4 

3.409,374 

(6.9) 

Srptnnhrr(2) ... 

196.771 

24.0 

192.454 

25.9 

3,399.971 

0.9 

October. 

211.490 

22.6 

207.969 

24.9 

2.949.931 

(13.3) 

November ..... 

197.501 

24.6 

193.890 

27.0 

3,057,928 

2.7 


(1) The taMe below chows for both companies and the Parliament brand the percentage increase over the same period of the preceding 
year for the months January through June. 1953. Both companies, and the industry generally, increased prices near the end of 
February when price controls were terminated. The king-size Philip Morris brand was introduced in January. 

January February March April May June 


Benson and Hedges. S3.67c 46.9ft 79.3ft 45.3ft 26.0ft 36.2ft 

Parliament . 57.9ft 50.4ft 83.8ft 48.3ft 28.6ft 38.8ft 

Philip Morris . (3.4ft) 23.9ft 15.3ft (3.8ft) (8.7ft) (3.6ft) 


(2) The king-size Parliament brand was introduced in selected markets in September. 1953. Unit sales thereof have been as. follows: 
September, 3.394,000; October, 4,489.0*00; November, 2,540,000. 


( ) Denotes decrease 


VtS'i. 


■w 


Source: https://www.industrydocuments.ucsf.edu/docs/tsxk0000 
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PRODUCTION OP CIGARETTES 

Benson and Hedges—AD Brands Philip Morris—All Brands Industrjr(3) 


Calendar Year 

Number 

of 

Cigarettes 

(000) 

Increase 

over 

Preceding 
Year (or 
Same 
Period 
Thereof) 
*• 

Percentage 

of 

Industry 

Number 

of 

Cigarettes 

(000) 

Increase 

over 

Preceding 
Year (or 
Same 
Period 
Thereof) 

Percentage 

of 

Industry 

Number 

of 

Cigarettes 

(000) 

Increase 

over 

Preceding 
Year (or 
Same 
Period 
Thereof) 
•i 

1946 . 

300.066 

_ 

0.09 

26.832.966 

_ 

7.7 

350.038.093 

— 

1947 . 

365.958 

23.0 

0.10 

26.691.738 

(2.3) 

7.1 

5o9.683.769 

5.6 

1948 . 

465.799 

27.5 

0.12 

33.095.817 

26.8 

8.6 

336.825.745 

4.6 

1949 . 

687.950 

47.7 

0.18 

36715.015 

10.9 

9.5 

584,961.695 

(0.5) 

19S0 . 

994.952 

44.6 

0 .2S 

43.466.740 

18.4 

11.1 

391.955.743 

1.3 

1951 . 

... 1.326.243 

337 

0.32 

44.676.797 

2.8 

10.7 

418.801.801 

6.8 

1952 . 

... 1.795.503 

35.4 

0.41 

41.904.996 

(6.2) 

9.6 

435.546.869 

4.0 

11 mos. 1953 . 

... 2,251.783 

38.3 

— 

36.773.589 

(4.0) 

— 

— 

— 

1st Quarter(l) . 

599.510 

54.4 

0.56 

10.S85.550 

8.8 

10.1 

107.614.797 

4.6 

2nd Quarter(l) . 

641.863 

59.6 

0.62 

10.424.919 

(2.8) 

10.0 

103.980.719 

(3.5) 

July . 

191.072 

16.8 

0.58 

27o0.86J 

(127) 

AS 

33.110.331 

(9.7) 

August. 

... 185.656 

13.1 

0.49 

3.433.352 

(97) 

9.1 

37,o;^.SOS 

(6.4) 

Septcmber(2> . 

206.232 

26.2 

0.56 

3.407758 

(4.5) 

97 

3o.8S5.163 

(7.1) 

October. 

230.855 

21,5 

0.61 

3.211.099 

(197) 

87 

37,974.133 

(9.0) 

November ....:. 

196.545 

25.8 

— 

2.626.147 

(M.S) 

— 

— 

— 


(I) The table below .‘how* for both companies the percentage increase ov-.r the same period of the preceding year and the percentage 
of industry production, for the months January through June 1953. Both companies, a* well as the industry* generally, increased 
prices near the end of February, when price controls were terminated. The king-sire Philip Morris brand was introduced in 


January. 



January 

February 

Starch 

April 

May 

June 

Benson and Hedges 

Percentage increase . 

. 39.9 

52.0 

72.9 

74.9 

617 

44.3 

Percent oi industry production ... 

0.56 

0.54 

0.57 

0.66 

0.63 

0.56 

Philip Morris 

Percentage increase . 

. (2.9) 

6.8 

27.4 

5.6 

(10.6) 

(3.6) 

Percent of industry production ... 

11.7 

9.7 

9.6 

11.1 

9.4 

9.6 


(2) The king-size Parliament brand was introduced in selected markets in September, 1953. Production thereof has been as follows: 

September. 4.I‘J.(«XI; October. •MJO.Ot'O: November. 5.617.000. 

(3) Source: Annual reports and bulletins of Cotr.mi-sioner of Internal Revenue. Industry tigure* subsequent to 1951 are preliminary, 

and with respect to 1953. arc available only for Irt months. For such 10 month period the percentage increase- over the same 
period of the preceding year were—Benson and Hedges -tO.O^e. Philip Morris (3.1 Cc', industry (.U'i); percentages oi industry 
were—Benson and Hedges 0.53^- and Philip Morris 9.t>|e. 

( ) Denotes decrease 


Source: https://www.industrydocuments.ucsf.edu/docs/tsxk0000 



















Dividends 

Philip Morris 

On March 20. 1950. the DM, .1 M, 

on the Common Stock from 50f to 7:f per share, and m April, 1. 1/0 . .. 

On the basis of the number of share, of Common Stock outstanding on October 31, H a 
quarterly dividend of 75f per share would require an annual drshursemen o v c •* • • on 
the assumption that all shares of Common Stock of Henson and Hedges outstam tng on la tate 
are exchanged, $$.659,417. The amount of future dividends will depend upon circumstances which 
cannot now he predicted. Certain limitations on payment of Common Stoc 11 \ i« cm s arc re »rro< 
to in Note 5 of Notes to Financial Statements of Philip Morris herein. Interest requirements on 
the Debentures and dividend requirements on the Cumulative Preferred Stock of 1 hihp Morns 
outstanding October 31, 1953, aggregate $840,000 and $1,211,209 per annum, rcspcctiv cly. 

Henson and I ledges 

Cash dividends of 50f per share were paid by Henson and Hedges in 1918 on its then out¬ 
standing shares of no par value Common Stock, which were the equivalent of 12*.4^ per share 
after giving effect to the recapitalization described in Note 5 to the foregoing Results of Opera¬ 
tions—Henson and Hedges. A 10/o stock dividend was paid in December, 1950. Certain limita¬ 
tions on payment of Common Slock dividends, contained in the indenture pursuant to which the 
I tebeiilui'e.s of Henson and Hedges were issued, arc referred to under the heading "Description of 
Common Stork of Henson and Hedges’’ herein. Annual interest requirements on the Debentures 
and other funded debt of Henson and Hedges outstanding October 31, 1953, aggregate $128,442. 
As stated in Note 8 under the heading "Capitalization of Philip Morris and Henson and I ledges", 
it is contemplated that all such funded debt will be retired following consummation of the exchange. 

Market Prices 

The following table, compiled in part from Hank and Quotation Record and in part front 
the Commercial & Financial Chronicle, shows the high and low sale prices of the Common Stock 
of Philip Morris on the New York Stock Kxchangc and of the Common Stock of Henson and 
Hedges <m the American Stock Kxchangc for the indicated periods. 


Philip Morris 
Common Stock 


Period 

Shares 

Traded 

1953 


December 1-24 . 


November. 


October . 


Third Ouarter . 


Second Ouarter 


First Quarter .. 


1952 

Fourth Ouarter , 


Third Ouarter . 


Second Quarter 


First Quarter .. 


1951 

Fourth Quarter 



Benson and Hedge* 
Common Stock 

Shares 

Traded High Low 


The last sale prices of the Philip Morris Common Stork ,, , „ _ . 

and of the Benson and Hedges Common Stock on the American Stock Exchan* St< ?, k 
1953, were 42* and 41, respectively. An announcement of °f mr J 

md Benson and Hedges, on a sharc-for-share basis, was made P in October, 195? ° P '“ P M ° f 
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Business of Benson and Hedges 

Benson and Hedges was incorporated on October 10, PW, under the laws of the State of 
cw . or *‘ Substantially all of its stock was owned by Rcn«on & Hedges, Ltd., a l!riti>h cor¬ 
poration, until 1928, when the British corporation sold its interest. Since 1**41. Tobacco and Allied 
Stocks, Inc., a Delaware corporation, registered under the Investment Company Act of l'.'lil as 
a management investment company, has owned a majority of the outstanding stock. 


Products and Distribution 

, Benson and Hedges is engaged primarily in the business of manufacturing and selling 
cigarettes. Its principal product is Parliament filter-mouth piece cigarettes, which have accounted 
for more than 90% of its dollar net sales since 1950. King-size Parliament cigarettes, first introduced 
In four cities in September, 1955, have since that time hecn introduced in a limited number of 
other cilirs. Ollier brands of cigarettes manufactured and sold include Virginia Rounds Debs. 
Benson & Hedges Private Blend, and a number of high-grade specialty brands. Several brands 
of smoking tobacco arc also manufactured and sold. In addition, it sells Benson & Hedges 
I.a Yerba and Benson & Hedges Clear Havana domestic cigars, and Benson & Hedges I'.xelu- 
sive Import Selection imported cigars, all of which cigars are manufactured for it by others. 

Parliament cigarettes were first manufactured and su’d by Benson and Hedges in |o.H nn ,| 
were first marketed with a filter-mouthpiece in 1932. Sales of Parliament cigarettes have 
increased in recent years, while sales of other Benson and Hedges products have diminished 
both in volume and in relative importance to the total business of Benson and Hedges. The 
percentage of Benson and Hedges total dollar sales represented by sales of Parliaments increased 
from approximately 02% in 1047 to approximately 95% in 1952. 

Sales of Benson and Hedges products have been almost entirely for consumption within the 
United Slates. The} arc sold mostly to jobbers and chain stores and, to some extent, to selected 
retail outlets. Parliaments arc also sold to the United States armed forces, ships’ stores and. 
to a limited extent, in the export market. 

An agreement between Benson and Hedges and the above mentioned British corporation, made 
at the time the latter sold its interest in Benson and Hedges in 1928, recites the ownership and use 
by Benson and Hedges wjthin the United States, and by the British corporation within certain 
other territories, of trade names and trade marks embodying the name "Benson and Hedges", and 
provides that Benson and Hedges will not "engage, directly or indirectly, in (treat Britain or Ireland 
or in any part of the Continent of l'uropc or in India or any of the British Colonies, Dominions or 
Possessions, excepting only The Dominion of Canada and Newfoundland, in the business of manu¬ 
facturing, selling, or dealing in tobacco, cigars, cigarettes or articles or supplies used or usable by 
smokers or users of tobacco, or sell any of such products for cxjtort into said territory”; ibe 
agreement also provides that the British corporation will not engage in such hti'incss in the 
United States and that each company will “respect in every way the trademarks and tradenames 
of tin* other” in their respective territories. As an incident to the sale of certain Canadian assets 
by the British corporation in 1926, the Board of Directors of Benson and Hedges adopted a reso¬ 
lution to the effect that the latter would not engage in business in Canada or Newfoundland. 
Benson and Hedges is not doing business in the aforesaid territories, and it may be that by virtue 
of the foregoing it is legally obligated not to do business in such territories. 

The promotion and advertising efforts of Benson and Hedges have been devoted primarily 
to Parliament cigarettes, and expenditures have been increased from year to year in keeping 
with the growth of the brand. Advertising media used have included primarily newspapers and 
television and, to a lesser extent, magazines and radio. 
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Price* of Parliament 

The prices (before 10% trade and 2% cash discounts) at which Benson and Hedges has sold 


» J” IV II UUV Ull\i 4»^v — * • 

Parliament (regular-size) since January 1, 1948 are set forth below. 


Period 


Price Per Thousand Cigarette** 


January 1, 1948 to July 31, 1948........ 

August 1,1918 to July 31,1950.. 

August 1,1950 to October 31,1951... 

November 1,1951 to February 26, 1953. 

February 27, 1953 to date .... 


$11.28 

11.68 

11.90 
12.406 

12.90 


• During substantially all of the period the prices for Philip Morris regular-size have been 
$3.90 per thousand less than those for Parliament regular-size. The price fur king-size 
Parliament since its introduction in September. 1953, has been $13.60 per thousand and 
that for Philip Morris king-size lias been $9.35 per thousand since February .7, 1953. 
Prices were controlled by ceiling price regulations of the Office of Price Stabilization 
from the latter part of January, 1951 to the latter part of February, 1953. 

Retail prices of Parliament cigarettes arc higher than those of popular-priced cigarettes, and 
retail prices of king-size Parliament average approximately 2f more per package of twenty than 
those for the regular-size Parliament. 


The trend of cigarette taxes and of sales taxes affecting cigarettes levied by various states 
and municipalities has been upward in recent years. Such taxes vary from one cent to as much 
as eight cents per package of twenty and may influence the sale of cigarettes since they arc 
usually passed on to the consumer. 


Tobacco 

Benson and Hedges uses both domestic and imported tobacco, with the former comprising 
the bulk of its requirements. A substantial amount of its domestic tobacco is purchased through 
Universal l.rnf Tobacco Company, a large independent tobacco dealer, Since it is necessary for 
tobacco 16 be aged before using, and also because it is good practice to use tobaccos of several 
crops in the blends, large inventories of leaf tobacco are maintained. These inventories are 
generally stored during the aging period in tobacco dealers’ and independent warehouses. 

As is general in the cigarette industry, tobacco is the most important single factor in the 
determination of costs, except for federal excise taxes. Benson and Hedges, like Philip Morris, 
determines the book value of its leaf tobacco inventory by an average cost method ami. as a result, 
increases or decreases in prices paid for tobacco currently purchased arc reflected only partially 
in current production costs. Benson and Hedges computes the averages annually, instead of 
monthly as in the case of Philip Morris; consequently, in interim financial statements it employs 
estimated annual averages. 


Increased production of Parliament, as well as higher tobacco prices, has caused an increase 
in Henson and Hedges investment in tobacco. At December 31, 1947, tobacco inventories were 
$1,335,112; at December 31, 1952. they were $8,103,631. Chiefly as a result of se ll increase 
m-nson and Hedges in 1952 issued 39.738 shares of Common Stock at the price of $23 50 per share 
pursuant to an offering to its stockholders, and $3,000,000 principal amount ot l-'rteen-Ycar 4' /r 'c 
Sinking Fnnd Dnb«n,«r« at a nrt pri™ of PSp of .!« principal amount lh m „t,'am( on 
December 31, 1952, had outstanding $2,000,000 of short term notes. 

The availability and price of adequate supplies of tobaccos are subject to changing agricultural 
and general economic conditions, as well as government crop controls and price supports Prices 
,a,d b, Bonton and Mgr.fn, auch aupplir, hav, in.rn.ud during E paid f“ 

flue-cured tobacco of the 1953 crop were substantially higher than for th- io« - p . 
anticipated that a similar situation will obtain with respect to hurley tobacco. r ° P ’ * ** 
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Property 

The business offices of Benson and Hedges, located at 600 Fifth Avenue, New York. N. Y., 
are occupied at a rental of $36,900 per year under leases which extend to April 30, 19ol. 

Manufacturing operations arc conducted in factories in New York City and in Yonkers, 

N, Y., each owned in fee by a wholly-owned subsidiary. The factory in New York City is a 
concrete structure approximately 38 years old, having an aggregate floor space of approximately 
66,000 square feet, and is subject to a mortgage of $69,770 at October 31, 1953. 

Ihc property in Yonkers, which was acquired on June 1, 1953, at an aggregate purchase 
price of $725,000, covers approximately five acres. The principal manufacturing building is a 
four-story structure of reinforced concrete, approximately 30 years old, having an aggregate floor 
spare of approximately 96,000 square feet. Two additional buildings, having an aggregate floor 
space of approximately 40,000 square feet, have been leased to others until September l, 1954, at 
an aggregate rental of $40,000. Two smaller buildings, consisting of approximately 20,(XX) and 
7,000 square feet respectively, arc used as storage space and garage. The factory is used princi¬ 
pally for the manufacture of king-size Parliament cigarettes and contains space for a substantial 
expansion of production. 

During recent years Benson and Hedges has substantially increased its investment in 
machinery and equipment in order to provide for increased production of Parliaments. Its net 
investment, after depreciation, in improvements and cigarette machinery and equipment in the 
New York City factory increased from $257,544 as of December 31, 1947, to $1,205,754, as of 
October 31, 1953. As of October 31, 1953, Benson and Hedges had invested $776,154 in improve¬ 
ments and cigarette machinery and equipment for its Yonkers factory. Outstanding commitments 
for additional machinery and equipment totalled approximately $750,000 on October 31, 1953. 

Employees 

Benson and Hedges Iras approximately 650 employees. The number has inercased sub¬ 
stantially during recent years, primarily because of increased production of Parliament cigarettes. 
They are not organized at the present time. 

Several plans for the benefit of employees are in effect. Under the "Employees' Profit Sharing 
-—Stock Bonus and Retirement Plan” (initially effective for the year 1951), Benson and Hedges 
each year contributes a number of full shares of its unissued Common Stock the aggregate market 
value of which most nearly equals 2 r /t> of its net earnings before federal income and excess profits 
taxes for such year, but not more than 15'/o of the aggregate compensation of all employees partici¬ 
pating in the plan for such year. Each employee is allucated an interest in the animal contribu¬ 
tion in accordance with a formula reflecting bis rale of compensation and length of service, and 
his total accumulated interest is distributed following bis death or disability, bis retirement at or 
after age 05, or, subject to certain conditions, the termination of Ins employment. Alt regular 
employees, including officers (except Mr. Joseph F. Cullman, Jr., President), participate in this 
plan on the same basis. The plan may he discontinued by Benson and Hedges at any time. 
The total contribution of Benson and Hedges to the plan for the years 1951 and 1952 was 
3,U(i shares of its Common Stock, of which 190 shares have been allocated tu the accounts of 
officers and 2,926 shares to the accounts of other employees. Benson and Hedges also provides 
a bonus plait for sales personnel, sick benefits and, on a contributory basis, hospitalization and 
medical-surgical insurance. 

With Benson and Hedges as a subsidiary, it may be advisable to change these plans and 
benefits, and it is possible that plans and benefits similar to those in effect for Philip Morris 
employees would be substituted, with modifications. The additional annual cost is tentatively 
estimated, on the basis of 1953 operations, at approximately $175,000. 

Under the "Employees' Restricted Stock Option Plan", the Board of Directors is authoriaed 
to grant employees options to purchase not to exceed an aggregate of 5,000 shares of Benson 
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arul Hedges Common Stock, at an option price not lower than 95^ ol t ic Utr nmr - i ** 

the slock on the date the option is granted. The term of the options ts u'C ' ( C . a , r5 ' **' 0 
earlier termination on certain conditions. Options were granted in hchiuarj., p'ire tase 

3,‘Uj 8 shares for $20.50 per share, and in March, 1953, to purchase 298 shares for *40 per share. 
As of October 31, 1953, options with reject to 3.3"l sltarcs (including options with respect to 
/■It) shares held by officers) were outstanding. The Hoard of Directors of Henson and Hedges has 
res*lived that no additional options he granted prior to the expiration of the exchange ol er. 


Uefercucc is also made to the headings "Recommendation of the Board of Directors and 
"Hales and Production” for certain additional information concerning the Business of Benson 
and Hedges. 


Description of Common Stock of Benson and Hedges 
Benson and Hedges has only one class of stork authorized or outstanding, its (aminion Stock, 
of the par value of $1 per share. 

Dividend Rights: h'ach share of the Common Stock participates equally in such dividends 
as may lie declared by the Board of Directors of Benson and Hedges out of funds legally avail- 
aide for the payment thereof. The Indenture, pursuant to which its Fifteen Year dji/w Sinking 
Fund Debentures due October 1, I%7 were issued, provides that Benson and Hedges will not 
(a) declare any dividends (other than dividends payable in shares of its capital stock) on or make 
any distributions in respect of any shares of its Common Stock or (b) purchase, redeem or acquire 
for value, or permit any Subsidiary to purchase or acquire for value, any shares of capital stock 
of Benson and Hedges, except to the extent that the sum of (i) Consolidated Net Income accrued 
subsequent to December 31, 1951 plus (ii) the aggregate net proceeds received by Benson ami 
Hedges from the issuance, exchange or sale subsequent to December 31, 1952 of shares of its 
capital slock plus (iii) the aggregate market value nt which Benson and Hedges has issued shares 
o( its Common Stock pursuant to its "Km ploy res’ Profit Sharing- -Stock Bonus and Keiireiiunt 
Plan", exceeds the sum of (iv) all dividends (other than dividends payable in shares of its capital 
slock) declared anil distributions made by Benson and Hedges subsequent to December 31, l'»51 
tut shales of its capital slock plus (v) the cost to Benson and Hedges and any such Subsidiary 
of any shares of capital stock of Benson and Hedges so purchased, redeemed or acquired for 
value. 11oir the amount of earned surplus at October 31, P >53., free of such restrictions, see 
Note (i to Notes Accompanying Consolidated Financial Statements of Benson and I ledges herein. 
Reference is also made to Note 8 under "Capitalization of Philip Morris and Benson atitll I edges’*. J 

Voting Rights: Each stockholder is entitled to one vote for each share of Common Stock 
held of record. 


Liquidation Rights: In the event of any liquidation of Benson aticl Hedges, the holders of 
the outstanding Common Stock will participate ratably per share in any assets legally available 
for distribution to the holders of such stock. 


There arc no preemptive rights, conversion rights, redemption provisions, or sinking fund 
provisions with respect to such Common Stock, there is no liability to further call or assessment, 
except as provided by law, and there arc no restrictions on the repurchase or redemption of 
shares by Benson and Hedges, except as provided by law, and except as described above under 
"Dividend Rights”. 

1002332378 

Director., Officer, end Priedpel Stockholder, 


Some t,me ago Mr. A E, Lyon determ,ned to ret.re as chief executive officer of Philip Morris 
on December 31. 1953 but consented nevertheless to serve as management consultant during a 
small part of each of the next three years. He has now been persuaded to enter into a new agree- 
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.. ... . y V , ,c,, ,n consideration of a greater compensation, lie will assume ndditiutinl respnir- 
ics, ant tnay >c a member of the F.xccutivc Conmiittec. Tims, although so retiring as chief 
cxccu nc o iccr, e will devote a substantial portion of the next three years, as desired; to the 
uor, o mnnagrmettt consultant. and will emitinue during the mutual pleasure of tlu- Hoard and 
muse o act as its Chairman. Mr. O. Parker McCotnas will become chief executive officer on 
January 1, 1 J>\ and will he a member of the Kxecntive Committee. 

With Henson and Hedges as a subsidiary of Philip Moiris, it is contemplated that Mr: I., rph 
!*■ J r * all<l • Nlr - Jost-ph P, Cullman, 3rd. will become members of the Philip 'Ionis 

Hoard of Directors, which will he inereased from leu to twelve by amendment of the by liws. 
Jurmt; the last five years, Mr. Joseph F. Cullman, Jr., has been Chairman and President of i’.enson 
and Hedges, President of Tobacco and Allied Stocks, Inc., and President of Cullman Hros., Inc., 
tobacco merchants, and Mr. Joseph F. Cullman, 3rd, lias been a Vice-President and. since April, 
1U50, Kxecntive Vice-President of Henson and Hedges. It is further contemplated that, besides 
continuing as officers and directors of Henson and Hedges, Mr. Joseph F. Cullman, |r., will become 
Chairman of (lie Kxecntive Committee, and Mr. Joseph F. Cullman, 3rd. a Vice-President, of 
1 hilip Morris, at annual salaries from it and Henson and Hedges in the aggregate amounts of 
$60,000 and $35,000, respectively. Their current salaries from Henson and Hedges are $I0,IKK> 
and $35,000, respectively. 

None of the directors or officers of Philip Morris is a stockholder of Henson and Hedges or 
Tobacco ami Allied Stocks, Inc. As of November .VI. P>53, their hcnelici.il stock ownership, direct 
or indirect, in Philip Morris was approximately as follows; 

Cum. Pfd, Stock Common 
4*» Rcricsta) Sto«t; 

Noma and Office (slutci) (dures) 


C. T. Anns, Jr., Director awl Vice-President.. 

II. It. liu'M, Controller . 

(1. P. I’.KAnuuKCKR, Directorlh) . 

O. II. CiiAi.Ki.KV, Director. 

II. \V. CnKsuiV, Jk., Vice-President... 

(Virnkma Craig, Assistant Secretary ... 

J. ,'\, Iteui'ses, Assistant Secretary 

I.. (i. Hanson. Director. Senior Vice-President ami Trots • 


XV. II. Hatcher. Director and Vire-President .. 

ti. .1. IlkNN, Vice President ...• •.. 

Kay Jones, Vice-President ... 

C. II. Kiiiiike, Secretary and Assistant Treasurer ......... 

\V. K. l.tKlifTRAf, Vice-President .. 

A. E. I.vox, Director amt Clnirman of the Board ol 

Directors .. 

O. Tarker McCoM.vs. Dirictor and President ... 

11. E. Riihizix, Director... 

K. H. Rockey, Director..... 

\V. U. Ryax. J*s Director..••• 

George Weisimax. Vice-President ..•••*•• 


Cum. Pfd, Stock 

Common 

4*» Scricsfal 

Sto»l; 

(•lutes) 

(duten) 


l.tRXt 

-- 

•too 

376: 

3,1.75 

69 

4,250 

— 

130 

153 

1,400 

— 

2.800 

— 

919 

120 

1.931 

- 

2.887 

_ 

3,010 

— 

2,500 

— 

10S 

— 

368 

— 

1.500 

_ 

I0J 


(•) None of the persons listed owned Cumulative Preferred Block, M0* Series, of Philip Morris. 

- „ nrauhuruer is • partner of Conhoy, Itewltl. O’Brien & Boanlman. emtnsel to Philip Morris, who 

<M i p-y ;;..':.; s«. <« »i. ««■«*» «»■“••• 
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T1,e ativmiit of slt-ck of Ik-n*on and I!ledges and Tob«co fud”ohiccrs of°tlroM 

beneficially, directly or imtirrclly. as «>t N"™ J" 30 > ,, mvnctI> W :i* approximately 

companies, togc-lhcr with the amount of Philip Morris stock \tl ) 

as follows: *r.i. 


Name and Office 

SitiNi.v IUcii, Director and Vice President, Denson and 
Hedge* ...... 

Aktiick J. Cornu. Dirertnr, Henson and lledges(c) 


Benson 
and Hedge* 
Common 
Stock 
(shares) 


3ti3(li) 

3.3K8 


Tobacco 
and Allied 
Stocks, Inc. 
Capital 
Stock 
(shares) 


Philip Morris 
Common 
Stock(a) 
(shares) 


Jnit.N A. Cm .km an, Ilirvcl.ir.Tiiliaccn ami Allied Stocks, Inc. 

— 

— 


John E. Cookman, Vice President, Henson ami Hedges 

50(b)(e) 

— 

*~ 

Just i-ii E. Cm. man. J*., Director, I’n siilmt and Cliainnan. 
lletiMin ami 1 ledges; Director and President, Tobacco and 

All'nil Shirks Inc. ... 

920(d) 

3.33(d) 

(d) 

JnsM'ii F. Cm. man, .Ikh. Direetor ami Executive Vice 
President, Henson and Hedges; Director, Tolncco and 
Allied Stocks Inc.... 

4,7.10 (b)(d) 

800(d) 

(«D 

How, ami S. (Vm.mam, Director, Viee President and Sccrr- 
tary, ToImcco and Allied Stocks, Im*.. 

3.534(d) 

3.940(d) 

W 

EmiAH M. Ctn.i.MAN, Dim-tor, TolKiieii ami Allied Storks 

Im*. ......... 

2,ii00(d) 

400(d) 

(d) 

W. Annum On.t.MAN, Director, Tobacco and Alliiil Stocks, 

1..100(d) 

000(d) 

5(d) 

J. Taymw Fostkk, Director, Tobacco and Allied Slocks, Inc. 

— 

— 

— 

Aktiium J. OThuniin. Director, Demon and Hedges ...... 

40.150 

4.530 

— 

Hayami F. Pore, Direetor, Henson ami Hedges. 

— 

— 

— 

John A. Rfi;an, Assistant Secretary, ToImcco and Allied 
Stocks Inc....... 




Justus A. KicilAtns, Dirrctur, Tobacco and Allied Stocks, 

lm\ ....... 


.30(e) 

_ . 

Goiii kky S. Rix-XF.re.u.rx, Director, Henson and Hedges and 
Toliami and Alliiil Shxks, Inc... 

(e> 

4.000(c) 

(e) 

Gniur.r. C Sciim-kkm.'.sN, Director, Henson and Hedges: 
Director and Tteasurcr, Toliacco ami Allied Stm-ks, Inc, 




Mamv E. Shi i.is an. Assistant Secretary, Henson and Hedges 

<b)(e) 

— 

_ 

Paui ink Warni.k, Director, Vice President, Tre-asurcr and 
Sivrctary, Henson and 1 ledges .. 

230(b) 



Jons I*\ Wiiaston, lliree-ior. Henson and Hedges and 
Tobacco and Alliiil Sinks, fnc.(c) .... 

— 

330(e) 



(a) None of the persons listed owned Cumulative Preferred Stock of Philip Morris. 

(b) Under the "Employees* Restricted Stock Option Plan" of Denson and Hedges, options to purchase 740 

shares of its Common Stock at $20.50 per share, were held by Sidney Dach (240). John E Cookman f200). 
Mary E. Sullivan (SOI. and Pauline Wagner (250), and under the "Employees’ Profit Sharing-Stock Donus 
and Retirement Plan", an aggregate of approximately 207 shares of such stock was allocated by the trustee 
thereunder to their accounts, to the account of an associate of one of them, and to the account of Joseph 
h Cullman, 3rd. 1 

(c) Arthur J. Cohen and John F. Wharton are respectively counsel to and a partner of Paul Weiss Rifkind. 

Wharton ft Garrison, counsel to Denson and Hedge, and Tobacco and Allied M 1 Inc^Src pacing 
upon legal matlert for them in connection with the proposed acquisition. 1 * 

(d) Associate, and members of the families of Joseph F. Cullman tr w .... , - 

Cullman. Edgar M. Cullman or W. Arthur Cullman owned inThe S ; 

Common St£k of Denson and Hedge, (of which J£ r Tobacco aBTsW^‘T < 
associates, owned 242.759 share,, or approximately 55% of the da„V - ff** 0ne ° f iUCh , 

capital slock of Tobacco and Allied Slocks, Inc. (of which number Cullman • ,mat * y 117,000 »*‘ a J ea ° f 

associates, owned 105,216 shares, or approximately 44% of the class)- and * f °’'’ Inc- * tnother ol ,uch 

* and approximately 11,000 shares of 
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r,hl ' P Morri .* ( ° f " ,lich m,m, ’ er TolhVco and Allied Stuck,. I nr., owned 8,800 riureO. 

IIownr.1 ? r! ,° “ T U "*"' R M,M ' k pf C " ll,n:in «• "»n.d Iiv li..e,d, V. Cullman. Jr., amt 

„ f * wruu' 4 | M#n ' certain uicuiIht* nf their families mcUuling i!iv »»t!ur ihilivMuaU iume«Vm thi* 

Vi.yL .Ml !' C TiV?" T,,Wro • ln ' 1 Aninl !"«■■ |mr.-.lia.r.| 17 ,|,;,rc of Common 

’ , V s " 1 ^ K, s ’ n J 'l'« I'fi' V "( |wr >liart-. pur-nai'.l to an olTnim; in.nU 1 t>v Hendon and 

* ° * * 10 'Itfs and individuals named in this note, and their associate * or members ot* thrir 

families pnrctiaved n|.|.ro*in,ately 2.5=0 share, of snrh Common Stork. m .»tlv pursuant to Midi otTering. 
at prim ranging from $25.50 to $57.2? p,. r K |,are. 


*** 'V” pcia '' 1 ' o( t,,c f'dlowing owned share, as indicated: Arthur .1. Cohen. 1,190 share, of Common St.uk of 
hilip “.orris; John I 1 .. Cnoktnan. 50 shares of Common Stock of Henson and Hedges, 1 : Junius A. Hielurd,, 
10 shares of capital stock of Tobacco and Allied Stocks, Inc.: Godfrey S. Rockefeller. 5.054 shares of 
Common Stock of Benson ami Hedges. 150 shares of capital stock of Tobacco and Allied Slocks. Inc.. 
and 84 shares of Common Stock of Philip Morris; Mary E. Sullivan. 20 shares of Common Stock of 
Ihmsun ami Hedges; and John 1-. Wharton, UM shares of capital stock of Tobacco and Allied Stinks. Inc. 


On the basis of the foregoing, Tobacco and Allied Stocks, Inc., will own. approximately 9^r, 
and Messrs, Joseph 1*. Cullman, Jr., and Joseph K. Cullman, 3rd. and their families approximately 
1%, of tiic Company’ Common Stock upon consummation of the exchange offer. The holdings 
of lobaeco and Allied .Stocks, Inc., thus will constitute the largest single voting interest in the 
Company and will be represented on its Board by two new directors. Tobacco and Allied Stocks, 
Tttc., has slated that it does not intend to suggest changes in the business policies and management 
of the Company and would not wish, in any event, to urge any change -of consequence except 
after considerable participation in the Company’s affairs. It is understood that it is the intention 
of Tobacco and Allied Stocks, Inc., that, for a period of three years, it will not vote for any 
major change in business policies or management of Philip Morris without the concurrence of the 
majority of the latter’s Board of Directors. This understanding is not to prevent a distribution, 
by sale or otherwise, of the holdings of Tobacco and Allied Stocks, Inc., in Philip Morris, if it 
should desire to make one. 


Proposed Accounting Treatment of Acquisition 

The shares of Benson and Hedges will be recorded on the hooks of Philip Morris, as an 
investment, at the estimated aggregate fair market value at the offering dale of the Philip Morris 
Common Stock issued therefor. The par value of shares of Philip Morris Common Slock so issued 
($5 per share) will he credited to the Common Slock account and the excess of fair market value 
over par will be credited to the paid-in surplus account. 


Had the proposed acquisition of Benson and Hedges shares been consummated as of Octo¬ 
ber 31, 1953, then, on such date, the investment in Benson and Hedges would have been recorded 
at the then estimated fair market value of shares of Philip Morris Common Slock issued, approxi¬ 
mately $21,000,000, assuming lOO^fc exchange of the outstanding stock of Benson and Hedges. 
The Common Stock account of Philip Morris would have increased by $2.192.140 to $14,132,745. 
and the paid-in surplus account would have increased $18,807,860 to $52,113,708, as a result of 
the issuance of 438,428 shares of Philip Morris Common Stock. 


The investment in shares of Benson and Hedges, as recorded on the books of Philip Morris 
upon consummation of the exchange offer, will exceed substantially the consolidated net tangible 
assets of Benson and Hedges and subsidiary companies. Upon consolidation of the financial 
statements of Benson and Hedges with those of Philip Morris, after consummation of the exchange 
offer such excess will be retketed as an intangible asset in the consolidated balance sheet of the 
companies. The management of Philip Morris has no present plans for the amortization of such 
* Had the exchange offer been consummated at October 31, 1953, and assuming 100?o 
ZZ K Henson and Hedges stockholders, the fair market value of 438,428 shares of Philip 
MorrisTequfred to be issued would exceed by approximately ?1 4 ,000000 the consolidated net 
tangible assets of Benson ahd Hedges and subsidiary companies at that date. 
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Other Matters 

The management knows of no business which will he presented to the meeting other than 
to vote on tlte proposal: to acquire Common Stock of Henson and Hedges as above.described. 
If other matters properly come before the meeting, the persons named as proxies will vote on 
them in accordance with their bc.-t judgment. 

The cost of thi:. solicitation of proxies will be home by the Company, lit addition to the 
use of the mails, some of the officials and regular employees of the Company may solicit proxies 
in person ami hy telephone and tclegiapli, and will solicit brokers and other persons holding in 
their names or those of their nominees shares beneficially owned by others to procure from their 
respective principals owning said shares their consents to the execution of proxies in the form 
transmitted herewith. The Company will reimburse such brokers and other persons for their 
expenses incurred in sending proxy forms and other material to their principals and will pay com¬ 
pensation therefor at such rate as is prescribed by the rules and regulations of the New* \ otk 
Stock Kxchange for such services. It is contemplated that additional solicitation of proxies will 
he made by the same methods under the special engagement and direction of Dudley 1\ King, 
70 I’inc Street, New York, N. Y., hy. approximately 50 of his assistants, at an anticipated cost 
to the Company of .<115,000. 

Thr information herein concerning the business and affairs of Henson and Hedges ami Tobacco 
and Allied Slocks, Inc., and the interests of their directors and officers and the associates thereof, 
has been furnished hy those companies except as the context otherwise indicates. 

Dated, December 30, 1953. 
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS 


To the Board of Directors and Share Owners of 
Philip Morris & Co. Ltd., Incorporated: 


We have examined the fihnncinl statements of Philip Morris fc Co. Ltd., Incorporated, as 
listed in the Index to Financial Statements, and the summary statement of operations appearing 
under the caption “Results of Operations" herein. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly included such tests of the accounting 
records and such other auditing procedures as we considered necessary in the circumstances. 

In onr opinion, the statements listed in the Index to Financial Statements present fairly 
the financial position of Philip Morris & to. Ltd., Incorporated at October 31, 1953 and the 
results of its operations for the fiscal years ended March 31, 1951, 1**52 and 1**53 and for the seven 
months ended October 31, F>53, and the summary statement of operations appearing under the 
caption "Results of Operations" summarizes fairly the results of its operations for the ti>cal years 
ended March 31,1949 through March 31,1953 and for the seven months ended October 31, 1'*53, in 
conformity with generally accepted accounting principles applied on a consistent basis. 

I.YURAxn, Ross Bros. & Moxu:omi.ky 


New York, December 7, 1953. 
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PHILIP MORRIS & CO. LTD., INCORPORATED 
Balance Sheet, October 31,1953 


ASSETS: 

Demand deposits in banks and rash on hand.... $ 10,708,854 

Accounts receivable from customers..... S 13,018,722 

Less: 

Allowance for discounts ....... 3 232,701 

Allowance for doubtful accounts.... 550,000 782,701 12,236,021 


Accounts receivable from others.... 425,025 

Inventories at average cost (Note 1): 

Leaf tobacco (including imported leaf in bond subject to duty). $176,184,375 

Stock In process ........ 1,933,766 

Manufactured stock ..-..... 14,484,930 

Revenue stamps ....... 1,241,492 

Operating supplies..... 3,398,782 197,243,345 


Total current assets ... 

Property, plant and equipment, at cost (Note 2): 

I.ami ... 

Laud improvements ......................... 

Buildings and building equipment .. 

Machinery and equipment ....,,.. 

Oflice furniture and fixtures.. 

Automnhilrs and trucks ... 


$220,613,245 


.. $ 717,057 

$ 187,853 
10,883,653 
14,735,173 
351,676 
1.247,313 


Less, Allowance for depreciation (Note 2)... 

Construction and machinery installations in progress. 

Investments in amt advances to subsidiary companies, at cost 
Prepaid expenses and deferred charges. 


$27,405,668 

7.304,695 

$20,100,973 

9--. 9 -K 21,023,908 21.740,965 

.. 511,838 

. 1,685,784 


The accompanying notes are integral part of the financial atatementa. 


$244,551,832 




























PHILIP MORRIS & CO. LTD., INCORPORATED 
Balance Sheet, October 31,1953 


LIABILITIES; 

Note* payable to banks ... 

Cash dividends payable .... 

Accounts payabte: - 

Trade creditors..... 

Others .. 


Accrued liabilities t 

Taxes (other than federal taxes on income) 

Storage ...... 

Incentive bonus .. 

Advertising, coupon redemptions, etc. 

Salaries and wages .. 

Interest on debentures . 

Ollier . 


$ 62,000,000 
302,804 


$ 4.732.886 

930,313 5,663,199 


$ 1,081,750 
361,190 
396,652 
253.277 
221,008 
70.000 

201.972 2.585,849 


Provision for federal taxes on income...... 12,015,555 

Total current liabilities ....... $ 82.5o7.4u7 

2H% Sinking Fund Debentures, maturing April 1, 1966 (Note 3). 32,000,000 


CAPITALS 

Share owners' investment, represented by (Notes 4 and 5): 

Cumulative preferred stock, par value $100 per share: 

4$ Scries ....... 

3.90% Scries ..*.. 

Common stock, par value $5 per share.. 

Paid in by share owner* (in excess of par value of capital stocks, less financing 

expenses), as annexed ... 

Earnings reinvested or retained in the business (Note 5), as annexed. 

$130,423,032 

Less, Cost of preferred stock held in treasury (Note 4). 129,984,423 

$244,551,832 


$ 18,385,500 
12.668,900 
12,240.605 

33,305,848 

53,822,179 


The accompanying notes are an integral part of the financial statements. 
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PIIIUP MORRIS & CO. LTD., INCORPORATED 
Statement of Earnings 

for the fiscal years ended March 31, 1951, 1952 and 1953 
and for the seven months ended October 31, 1953 



Fiscal Years Ended March 31 

Seven Months 
Ended 


1951 

1952 

1953 

Oct 31,1951 



—— 



Net sale* ..... 

$305,804,331 

$306,698,324 

$314,894,718 

$180,486,468 

Cost of goods sold (Note 1) .. 

245.9J7.3-I5 

248.977.304 

259,732,5RQ 

144,010,719 

Gross profit ... 

59.866,986 

57,721,020 

55,162.138 

36.475,749 

Shipping, selling, advertising, general and admin* 





istrative expenses .... 

22.496,784 

25.319,811 

29,989,456 

16,520,535 


37,370.202 

32,401,209 

25,172.682 

19,955,214 

Ollier income .... 

92,144 

141,506 

237,240 

117,202 


37,462,346 

32,542.715 

25,409,922 

20,072,416 

Ollier deductions: 





Interest on debentures ... 

840,000 

840,000 

840,000 

490,000 

Other interest charges . 

1,107,878 

2,033,634 

2,225,823 

1,024,568 

Prior service contribution under company’s re* 





tircnirnt plan (Note 6) .... 

115,899 

115399 

115,899 

84,059 

Provision tinder incentive bonus plan (Note 7}.. 

311,424 

570,044 


363,356 

Cancellation of export contract . 


635,998 




2.375,201 

4,195,575 

3,181,722 

1,961.983 


35,087.145 

28,347,140 

22.228,200 

18,110,433 

Provision for taxes on income: 





Federal income tax .. 

15,064,000 

14,605,000 

11380.000 

9,220,000 

Federal excess profits tax . 

2.686,000 

700,000 

700,000* 

380,000 

State iiioiiiic taxes .. 

648.000 

415,000 

303,000 

306,000 


- 18,398,000 

15,720,000 

10,883,0( i0 

9,906,000 

Net earnings .. 

$ 16,689,145 

$ 12.627,140 

$ 11345,200 

$ 8.204,433 


'Indicate* credit for refund of 1952 tax. 


For additional information relative to the distribution of certain exncn.es. 
of supplementary profit and lots information. 1 * 


aee the accompanying' schedule 


The accompanying notes are an integral part of the financial statement*. 
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PHILIP MORRIS & CO. LTD., INCORPORATED 
Statements of Surplus 

for the fiscal years ended March 31, 1931, 1952 and 1953 
and for the seven months ended October 31,1953 


Fiscal Years Ended March 31 


1951 

Paid in by share owners (in excess of par value 
of capital stock*, lest financing expenses): 

Pittance at beginning of period. 314,288,393 

Excess of proreeds over par value on sales of 
3.13,077 shares of common stock and 130,610 
shares of cumulative prefmed stock, 3.90% 

series, less financing expenses . 13,766,521 

Excess of approximate market value over par 
value of common stock issued as a stock 

dividend . 3,245,963 

Adjustments due to redemption of preferred 


1952 


1953 


Seven Months 
Ended 
October 31, 
195.1 


$33,301,643 $33,300,209 $33,300,400 


On common stock: 

In cash, $3.00 per share in each year and 
$1.50 per share in the seven months 

ended October 31, 1953 .. 

In common stock, 116,577 shares (5% 
on outstanding shares) . 


Balance at cud of period (Note 5).. 

The accompanying notes art an Integral part of tha financial etatements. 


stock ... 

3,765 

4,434* 

281 

5.358 

Balance at end of period. 

$33,304,643 

$33,300,209 

$33,300,490 

$33,305.8)8 

* Indicates deduction. 



— - - - ; ~ 

Iturnlngs rein vested or retained in the business! 

Balance at beginning of period.. 

$40,471,181 

$43,083,797 

$47,125,313 

$49,896,484 

Net earnings (or period per accompanying 

statement . 

16,689,145 

12.627.140 

11,345,200 

8.204.433 


57,160,326 

55.710.937 

58,470,513 

58.100,917 

Deduct, Dividends declared: 

On cumulative preferred stock, in eash: 

4% series ... 

750.710 

745,116 

738,616 

364,443 

3.90% scries ... 

502,337 

499,195 

492,951 

242,136 


6,994.632 

5.828.850 

7,341,313 

7,342,462 

3,672.159 

14,076.529 

8,585,624 

8.574.029 

4.278,738 

$43,083,797 

$47,125,313 

$49,896,484 

$53,822,179 

:.i via 

rrr:3 

i” - *4 
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PHILIP MORRIS & CO. LTD.. INCORPORATED 
Notes to Financial Statement* 

I 


I. 


The Inventories used in the computation of cost of k>hh1s 
stamp inventories are priced at cost of specific items. 
The amounts of inventories were as follows: 

March 31, 1950 .. 

March 31, 19S1 .. 

March 31, 1952 ..... 

March 31. 1933 .. 

October 31, J953 .. 


sold are stated at average costs, except that revenue 


$159,010,84* 

220 . 839.057 

221 . 453.395 

193,747.100 

197 , 243,343 


It Is a generally recognized trade practice to classify the total amount of leaf tobacco inventory as a current 
asset although part of such inventory, because of the duration of the aging process, ordinarily would not 
be realized within one year. It is impracticable to estimate the amount of leaf inventories not realizable 
within one year. 


2, The company follows the policy of providing for depreciation on the straight-line method by charges to 
cost* or expenses at rates based on the estimated useful lives of the respective properties applied to the 
gross book amounts thereof, except that, for items of used properties purchased from another company 
ill the tobacco industry, the charges arc based on estimated remaining life of each unit of property as 
determined by an independent appraisal company. 

The rates used for computing depreciation on the properties, other than the used properties acquired as 
aforesaid, are as follows: 


Class of Property 


Rate* per 
Annum 


Land Improvement* .. 

Du tidings—other than warehouse* 

Warehouses . 

Duildittg equipment .. 

Machinery and equipment .. 

Office furniture and fixture* ..... 
Automobile* ami trucks .. 


*% 


47 . 

5 and 
C>A% 
*«* 
25% 


Maintenance, repairs and renewals are charged to Income as Incurred except that expenditures which increase 
the useful live* of the buildings, machinery and equipment are capitalized. 

A* a general rule, when Hems arc retired or otherwise disposed of, the reserves for depredation are charged 
with the accumulated amount of depredation applicable thereto and any profit or los* on such retircincnl 
or disposal is credited or charged to income. 


3. Beginning March 31. 195* and on March 31 of each year until maturity, a sinking fund payment Is required 

to redeem on April 1, $1.*00,000 of debentures at tbeir principal amount and accrued interest. 

4. Information concerning capital shares: 

Authorized: 

Preferred, 317,156 shares (including 6,612 redeemed shares which may not he reissued) 

Common, 3,000,000 shares 

Outstanding (including treasury stock): 

Preferred: 

4% Series.... 

3.90%- Series ... 

Common . 

I* treasury (preferred): 

4* Series. 

3.907* Scries... 

23 


183,853 

126,689 

2 , 448,121 


2,021 

2,619 
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PHILIP MORRIS & CO. LTD., INCORPORATED 
Notes to Financial Statements, Continued 


The company : to set aside annually, in sinking funds, amounts suftirirut to redeem 1,099 shares of 

' r. rt ?’, ;?* * $,0SJ0 p " * 1,are »* «■» *'««« of 3^ Series a, $ 10075 . Share, heM 

. ‘ ^ arc wifficicnl for sinking fund requirements to l»r fulfilled witliin $0 djivs 

after the close of the fiscal year ending March 31, 1054 . 


I he preferred stock is redeemable at any time, otherwise than through the sinking funds, at $106.50 per share 
for Senes to lebruary I, 1955 and $103.75 per share for 3.607,, Series to Mav I. 1 * 154 , and at diminishing 
anmunts thereafter, hut not less than $103,50 for 4% Scries and $10075 for 3.60% Series; plus accrued 
ivh en s. 1 rcfcricd stock holders arc entitled to such amounts upon voluntary liquidation of the company 
or to $10(1.00 per share, plus accrued dividends, upon involuntary liquidation. 


5. The terms of issue of the 2?£% Sinking Fund Debentures unhide certain restrictions with respect to dividends 
(other than slock dividends) on the common stuck of the company, and to the purchase, redemption or 
retirement of its capital shares. At October 31, 195J, approximately $36,5J5.U00 of the earnings irtainrd 
was fice of Midi restrictions, Under similar restrictions in the terms of issue of the cumulative preferred 
stock, the amount of earnings retained free of such restrictions was in excess of thr afore-mentioned 
$36,335,000. 


6. The company’s retirement plan (noncontrihulory) covers all full time ami seasonal employees. The plan 

presently provides that after ten ycats of service, employees may retire at the age of 65, or under rrrtain 
circumstances, at a reduced retirement allowance at the age of 55. Retirement allowances for srrvicr piior 
to January I, 1051 are computed on the employee’s rate of annual compensation at January I, |6>| in an 
amount cipiul to J£llts of 1% of the first $3,000, plus lji% of the halanre, multiplied by the immher of 
years of servire to January I, 1951. Retirement allowances for service alter January I, 1951 are computed 
in an amount cipial to 1% of the first $3,600, plus 1)1% of the balance, of each year’s annual cotupetiiaiioii, 
including bonus, except that the amount of boutis for this purpose shall not exceed $25,000. The plan is 
subject In disrniilitmanrc at any time. 

Prior service benefits as established under the plan as of April 1, 1943 were completely funded at March 31, 
1953. As a result of amendments to the plan, approved by stuck holders in July, 165.1, additional unpaid 
prior service benefit costs of $1,248,000 were created as of April I, 1953. It is the present intention of 
management to fund such costs, together with interest, over a ten-year period, although it is not report'd 
to do so. 

During the seven months ended October 31, 1953 the company's contributions to the plan were $187,671 for 
emmil services and $*1,059 fur |>iibr services. 

7. The general basis of the provision under the present incentive bonus plan, initially effective for Hie fiscal 

year ended March. 31, 1952, is 2 per cent of the unconsolidated earnings of the company before deduction of 
the bonus provision and federal taxes on income. However, if such computation remits in net earnings 
of less than $25,lWQ,tHK> before deduction of federal taxes tut income in any year, no provUion for bonus 
shall he made in such year. 


8. The company had commitments at Octolwr 31. 1*)53 of approximately $1,867,000 for purchases of machinery 
and ci|uipmviit. 
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PHILIP MORRIS & CO. LTD.. INCORPORATED 

Supplementary Profit and Loss Information 

for the fiscal years ended March 31, 1951, 195. and 1953 
and for the seven months ended October 31, 1953 


Charged to 

Profit and Lost (Note A) 


Item 


Maiutenanre and repairs: 

Fiscal year* ended March 31: . 

1931 ..... 

1952 ..... 

1953 . 

Seven months ended October 31, 1952 ... 

Depreciation and amortization of fixed assets: 

Fiscal years ended March 31: 

1951 .. 

1952 .. 

1953 ... 

Seven months ended October 31, 1953 ...... 

Taxes, other than income and excess profits taxes (Note B): 

Fiscal years ended March 3t: 

1951 ...... 

1955.... 

1953 ... 

Seven months ended October 31, 195.1 ,,,,,,,,,.... 

Management and servire contract fees ... 

Rents and royalties: 

Fiscal years ended Maich 31: 

1951 ... 

1952 ... 

1953 .,. 

Seven months ended October 31, 1953 ... 


To Costs 

Otlicr 

Total 

$ 651,847 

$ 10,030 

$ 661,877 

790,251 

8,310 

798,561 

759,090 

32,909 

792.005 

399,508 

3,876 

403,384 

688,182 

221,199 

909.381 

765,023 

188,937 

953,960 

1,406,920 

240,069 

1,646,989 

. 817,25o 

117,914 

985,170 

. 150,908,455 

424,719 

151,333,174 

, 150,580,630 

348,680 

150,929,310 

. 158,318,677 

396,420 

158,715,097 

. 81,062,189 

256,8o5 

84,919,054 

. None for entire period 

. 166,672 

263,555 

430227 

. 184,098 

293,130 

477,228 

162,0/b 

352,396 

514,472 

131,164 

203,452 

334,616 


Nones: 

(A) N'oiir of thr items named was charged to accounts other than profit and loss accounts. 
(It) Summaiized as follows: 


Fedrral revenue stamps affixed to products manu¬ 
factured (Note C) ... 

Virginia and Kentucky property taxes ......... 

Social security taxes. 

Other taxes ..... 


(O Federal revenue stamps affixed to products sold and 
included in sale* and cost of sales as reported on 
the accompanying statement . 


Fiscal Yean Ended March 31 
1951 1952 1953 


Seven 

Months 

Ended 

October 

31,1953 


$130,237,985 $149,852,793 $157,644,051 $ 84,275.71$ 

414.514 442.941 4.56,178 241,973 

313.766 344.301 344,093 203,721 

289,325 290.775 197,637 

$151.33 3.174 $130.929.310 $158,715,097 $ 84,919,054 


1002332390 

$147,312,301 $148.812,213 $157.26G,405 $ 84,959,249 
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS 


To the Board of Directors and Share Owners of 
Henson and I ledges 


t We * ,ave examined the consolidated financial statements of Denson and Hedges,, and sub¬ 
sidiary companies as listed in the Index to Financial Statements, and the summary statement of 
operations appearing under the caption "Results of Operations" herein. Our examination was 
made in accordance with generally accepted auditing standards, and accordingly included such 
tests of the accounting records and such other auditing procedures as we considered necessary 
in the circumstances. 

In our opinion, the statements listed in the Index to Financial Statements present fairly the 
financial position of Henson ami Hedges and subsidiary companies at October .11, l'».\l ami the 
results of their operations for the fiscal years ended December 31, 1950, 1951 and 1952 and for the 
ten months ended October 31, 1953, and the summary statement of operations appearing under the 
caption "Results of Operations" summarizes fairly the results of their operations for the years 
ended December 31, 1948 through December 31, 1952, the ten months ended October 31, |«»53, 
the three months ended March 31, 1953, and the seven months ended October 31, l'is.t, in eon- 
fortuity with generally accepted accounting principles applied on a consistent basis. 


Coil.ixs X Company 

New York, December 7, 1953 
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BENSON AND HEDGES AND SUBSIDIARY COMPANIES 

Consolidated Balance Sheet 
October 31, 1953 



i 

i 

t 


l ; 

I ! 


; 


ASSETS 

Cash on hand and in hank ... ..... . $ 2,000,284 

Accounts receivable, trade ... $ 1,-163,191 

I .css: Kescrve for doubtful arriiitni* . . .. 16,398 1,416,793 


Inventories (Note 2): 

t.enf tobacco (including imported leaf in bond, subject to duly) ... $ 8,151,319 


Manufactured slock and stuck in process ..... 585,692 

Supplies ...... 539,479 

Kevcuuc stamps ...... 90.925 9,367,425 


Total current assets .... $12,814,502 


Fixed assets (depreciated value) (Note 3): 

(.and . 

buildings and iinpiuvcuirut* . 

Machinery and equipment . 

l-'urniturc and fixtures . 


$ 191,010 
891,627 
1.749,177 

48,717 2,880,531 


Goodwill, leaseholds, etc... | 

I'repaid expenses ...... 227,488 


Total assets 


$15,922,522 


The accompanying notes are an integral part of the financial statements. 
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BENSON AND HEDGES AND SUBSIDIARY COMPANIES 

Consolidated Balance Sheet 
October 31, 1953 


LIABILITIES 


Notes payable to banks .. .......... $ s.t ;o,MO 

Notes payable, trade..... loo.nnfl 

Mortgage amortisation, due within one year... l.s.'n 

Debenture sinking fund, due within one year.... 200.000 

Accounts payable ..... 1.172,554 

Accrued exjn-mrs; 

Taxes other than federal income ....... $ 84,072 

Advertising ..... 27,028 

Salaries ami wages ........... 74,785 

fmerest on debentures ....... 10,500 

Other ....... 41.664 258.049 


Provision for federal income and excess profits taxes ... 2,525,087 


Total current liabilities .... ' $ 6.185,490 

3 } 4 % First Mortgage, payable $455 quarterly to 1957, due April t. 1957 (due after 

one year) .... 67,950 

Fifteen Year 4 x /»% Sinking Fund Debentures, due October t, 1%7 (due after 

one year; payable $200,000 annually to maturity) ... 2,600.000 

Employees' Profit Sharing—Stock Bonus and Retirement Plan accrual (payable 

in capital stock) (Note 4) ..... 65,579 

Total liabilities ... $ 8,916,819 


Commitments and contingent liabilities (Note 7) 


CAPITAL 


Capital stock—Common, $4.00 par value per share 

Authorized .. 

Outstanding. 

Capital surplus (Note 5) . 

Earned surplus as annexed (Note 6) . 


1,000.000 shares 
458,428 shares $ 1.755,712 

. 1.061,880 

..... 4.190,111 7.005.705 


Total liabilities and capital 


The accompanying notes are an integral part of the financial statements. 

7 


28 


$15,922,522 


!•* 

c 

o 

rc 

CJ 

CJ 

K 

CJ 

CO 

CJ 


Source: https://www.industrydocunients .ucsf.eGlu/do cs/tsxkQQQQ-- 
























r 

#;! 



BENSON AND HEDGES AND SUBSIDIARY COMPANIES 

Consolidated Statement o! Earnings and Earned Surplus 

for the calendar years ended December 31, 1950, 1951 and 1952 
and for the ten months ended October 31, 1953 



Calendar year* ended 


10 months ended 
October 31, 
1953 


December 31, 
1950 

December 31, 
1951 

December 31, 
1952 

Net sales (Note 8) .... 

$10,362,063 

$14,130,058 

$19,958,343 

$22,386,703 

Cost of Roods sold (Note 2) .. 

7,504,022 

10,216,807 

14,710,952 

16.14.1,882 

Cross profit (Note 8) . 

$ 2.858.041 

$ 3.913,251 

$ 5,247,391 

$ 6,242,821 

Shipping, scIliitKi advertising, Reneral amt ad¬ 
ministrative expenses (Note 8j . 

1,418,445 

1,838,502 

2,553,413 

2,918,1.71 


$ 1,439,5% 

$2,074,749 

$ 2,69.1,978 

| 3,324,150 

Other income .... 

15,862 

20,600 

31.040 

44.864 


• 

(toiler <trtfurtion*: 

$ 1,455,458 

$ 2,095,349 

$ 2,725,018 

$ .1.369,014 

Interest on debentures ..,,, 



24,681 

105.992 

lit.750 
641.8641 

Ollier interest charge* .... 

29,849 

101,737 


$ 29,849 

$ 101,737 

$ 130,67.1 

$ 172,618 

Profit before federal taxes on income .. 

. $ 1.425,609 

* 1,99.1.612 

$ 2,594.345 

$ 3,196,396 

Provision for federal taxes—Income . 

. 593,264 

976,810 

1,319.8.14 

1.619.294 

—Kxress profits .. 

81,549 

236.281 

379.899 

521,560 


$ 674.813 

$ 1,213,091 

$ 1,699,73.1 

$ 2,140.854 

Nrt eartiiitRs .. 

. $ 750,796 

$ 780,521 

$ 894,6.12 

$ 1,055.542 

Karttrd surplus, beginning of period. 

1.427,69! 

1.530.982 

2.311.505 

3.1.14.56,9 


$ 2.178.487 

$ 2.311.503 

$ 3.206,1 IS 

$ 4.190.1 II 


l>nluct: 


Transfer t« capital atunint of excess of $4.00 
par value of capital slock issued in exchange 

for no par value stock . JH/.'Mt," 

lO(k stuck (liviiletul paid December 19, 1950 
(35,952 shares at $10 per share) .. 35 , »,5Jll 


I’naiiiorti/cd <1 clienturc discount and expense 

♦ 647,505 

Ranted surplus, end t*f pcrioil (Note 6) . $ 1.530.982 

For additional information relative to the distribution of 
of supplementary profit and lost information. 


$ 71.54ft 

|_ $ 71,546 

- j" , . l L , - n J * 3.134.5.69 $ 4.190,111 

certain expenses, see the accompanying schedule 


The aceontpanyinf note, are an integral par, of the fitunrIa , „ atntp|lK 
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BENSON AND HEDGES AND SUBSIDIARY COMPANIES 
Notes Accompanying Consolidated Financial Statements 

1. 1 lif fiii.virnt Mai*infills of thr company's tlirrr MtliMiliiirirv arr Included in thr consolidated finanrial 
statements. At October .11, ll.'.f, tlip company's investment in the Murks of subsidiaries amounted 
to $27,000; the net svnrtli of Midi subsidiaries amounted to $01,775; the difTerenre, $M,7?5, was included 
in ratiied surplus. 

2 . In arrmdalire with generally recognized trade practice, lohacro in inventories is carried at average cost. 

I lie company computes such average cost hy averaging at the end of each year the cost of lohacro On 
hand at the beginning of the year with that acquired during the year. As a result of averaging only on 
an anuiiiil basis, tobacco costs during the year must he stated on an estimated basis. The company 
believes, on the bads of present information, that the estimated tobacco costs used in the October .11. 
ITU financial statements will closely approximate the actual costs on the foregoing basis when they 
are aMt-rtamahle at tlir end of the year. All other inventories arc valued on the basis of lirst-in, 
first-out costs. 

It is a generally recognized trade practice to classify the total amount of leaf tobacco inventory as a 
current asset although part of such inventory, due to duration of aging processes, ordinarily would not 
lie realized within one year. It is not practicable to estimate that portion of the leaf inventory amount 
at October .11, P»53 which might remain in the inventory at October ,11, 1154. 

The amounts of all inventories were as follows: 

I h'crmlier .11, 1*141... $5,.’I'1,(151 

December .11, 1150.... .. 6,I'M),255 

December 31, 1151 .... 7,015,112 

December .11, 1152....... 8,672,12(1 

October .11, 115.1 .......1,.1(7,425 

3 . Depreciation of furniture and fixtures and machinery and equipment lias hrcii charged to profit and loss 
and credited to the respective asset accounts at the rate of 10% per annum on the depreciated balances at 
the beginning of the year ami 5% on additions for the year. Proceeds from the sale or other deposition 
of Midi assets are credited directly to the asset account. Depreciation on the company's factory 
buildings lias been charged at the rate of 2J4% per annum. 

Any expenses of the nature of upkeep or maintenance incurred hy the company in the course of 
operation*.arc charged to cost of salrs, Rettrrnicnts are charged to fixed asset accounts. 

4. Reference is made to the heading "Employees" muter "Itusiness of Henson and Hedges." 

5. Capital surplus arose through the following; 

(a) Transfer to capital surplus of the excess amount, of $9.00 per share over the par value 
of $4.11(1 per sliate of .15,‘152 shares issued as stock dividend, December .11, l'l"(l, as deter¬ 
mined hy Hoard of Director*.... $ 215,712 

(It) Excess of osite |<rice over par value of shales issued in payment for accrual under 

"Employees' I'tol'it Sharing- Stock litmus and Retirement Plan"— 195l--l«sii.il in 1152. .11,HI 

1152—issued in 115.1, 4r..Hti.l 

(c) Excess of issue price over par value of .11.7.18 shares sold as of November 2, 1152. 774,K'»l 

(d) Excess of issue price over par value of shares issued under "Employees' Restricted 

Stock Option Pian" .... I/.S.1 

Total .... SM7l.fiH.v 

^ Eess; Expense of issue of shares sold Novetnlwr 2, 11a2.. 1,21a 

n.ilamc, October 31, 1953...... ?1.0-d.«Sl 

6. Reference is made to the restrictions on dividend*, and the purchase or redemption of common stock 
described in "Description of Common Stock of Henson and fledges." As of October 31. 1953. approxi¬ 
mately $1,971,000 of earned surplus was free of such restrictions. 

7. At October 31. 1953 the company had outstanding commitments for machinery and equipment aggre. 
gating approximately $750,000. 

1 In previous reports, cash discounts were included as general and administrative expenses. Net sales, 
gross profit and genera! and administrative expense*, u reported herein, have been adjusted to reflect 
cash discount* a* a deduction from »ale*. 
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BENSON AND HEDGES 
AND SUBSIDIARY COMPANIES 

Supplementary Profit and Loss Information Consolidated • 

for the years ended December 31,1050,1951 and 1952 
and for the ten months ended October 31,1953 


Charged to 

Profit and Loss (Note A) 


Item 

To Costs 

Other 

Total 

Maintenance and repairs (see Note 3 to financial statements) ... 

... (Not 

readily availatde) 


Depreciation and amortization of fixed assets: 




Years ended Dccctuhcr 31 




1950 .. 

... $ 2,802 

$ 58.092 

$ (it .494 

1951 . 

2.802 

86.743 

89.545 

1952 . 

2,802 

118,852 

121.051 

Ten months ended Octolier 31, 1953 .... 

11.701 

137,579 

149.280 

Taxes other than income and excess profits taxes (Note !)): 




Years ended December 31 




1950 .... 

.... $3,442,832 

$125,194 

$3,5o8,02o 

1951 .. 

.... 4,697,747 

174,409 

4.872,150 

1952 . 

.... 7^086,749 

224,522 

7,311,271 

Ten mouths rnded Oct idler 31, 1953 ... 

.... 7.736,324 

239,120 

7,975.414 


Management ami service contract fees 


None for entire period 


Rents and royalties: 

Yean ended Dcceinher 31 

1950 .. $ 11,070 

1951 .... 21.904 

1952 .. 30,419 

Ten mouths ended October 31, 1933 ..... 25,87ft 

Notts: 

(A) None of the items named were charged lo accounts other than profit and loss accounts. 
(It) Summarized as follows: 


$ 11,070 

21,904 
30.419 
25.878 


Years Ended December 31 


Ten 

Months 

Ended 



1950 

1951 . 

1952 

31.1953 




— 


Federal Revenue stamps affixed to products sold 

$3,436,722 

$4,690,871 

$7,078,013 

$7,720,867 

Real estate . 

5.881 

6,656 

7,326 

15,437 

New York State franchise .. 

S6.77S 

78.748 

109.832 

118,262 

Unemployment and social security. 

42.219 

36,367 

62.885 

68,329 

Other ... 

26.429 

39.314 

33.213 

32.329 


$3,368,026 

$4,872,156 

$7,311,271 

$7,973,444 
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